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HUD Announces FY ’80 Budget 


A fiscal year 1980 budget of $33.3 billion in budget authority and $10.6 billion in outlay was 
announced by HUD Secretary Harris on January 22. Highlights of the proposed budget will be 
featured in the next issue. 


Current Trends 


Both savings inflow and mortgage lending at savings and loan associations declined in 
November. . . the Federal Home Loan Bank Board reported. All of the drop in lending 

activity. . . however. . . and about half that in savings inflow reflected seasonal developments. 
Savings inflow. . . moreover. . . was larger in volume than a year earlier and mortgage lending 
only slightly below the year-earlier peak. This relatively favorable experience. . . despite further 
sharp increases in market interest rates. . . reflected savings obtained by issuance of 6-month 
money market certificates at rates tied to Treasury bill yields. 


Mortgage loans closed by federally insured associations totaled $8.9 billion in November. This was 7 
percent less than in October and | percent less tian a year earlier. The month-to-month 

decline. . . however. . . was less than is usual between October and November. . . while the year- 
earlier volume had been a peak on a seasonally adjusted basis. As a consequence. . . loans closed 
(seasonally adjusted) rose in November to only slightly below the alltime high reached a year earlier. 


HUD announced that project notes totaling $910, 137,000. . . representing 89 public housing 
agencies. . . were sold in early January at an average interest rate of 5.579 percent. The interest 
rate last month was 5.520 percent. Bids ranged from 5.11 percent to 5.87 percent. The average 
maturity of notes sold was 9.3 months. 


During 1978. . . the Federal National Mortgage Association experienced a record level of mortgage 
commitment and purchase activity. It issued $19.0 billion in commitments to purchase residential 
mortgages, vs. $10.9 billion in 1977, and purchased $12.3 billion of such mortgages. . . compared with 
$4.8 billion in 1977. Return on portfolio for 1978 was $293.9 million. . . compared with $251.0 
million for 1977. Fourth quarter portfolio return was $72.4 million in 1978. . . $69.2 million in 

1977. . . and $76.9 million in the third quarter of 1978. 


Auction yields were higher as FNMA issued $137.1 million in 4-month commitments in early 
January to purchase both government-backed and conventionally financed home mortgages. The 
corporation issued $101.1 million in commitments on government-backed mortgages at a weighted 
average yield of 10.674 percent. . . which converts to an average price of 92.38 for 9’ percent 
FHA/VA mortgages. The average in the previous auction was 10.596 percent. The range of 
accepted bids in the auction was from 10.647 to 10.821 percent. In the conventional 

auction. . . FNMA issued $36.0 million in commitments at a weighted average yield of 

11.018. . . up from 10.920 in the previous auction. The range of accepted bids was from 10.977 
percent to 11.250 percent. 





Guilty of Fraud 


A Pennsylvania land development company and its president have each entered pleas of guilty in 
Federal court in Harrisburg on two counts of land fraud for violating the /nterstate Land Sales Full 
Disclosure Act and two counts of mail fraud. 


Sentencing for Evergreen Lake, Inc., and its president. . . James J. Justofin. . . is scheduled for 
January 30. Guilty pleas were entered on January 3. Evergreen Lake, Inc., was the developer of 

Evergreen Lake Estates in Beaver Township, Columbia County, Pa., a recreational/second home 
development located- 13 miles west of Hazleton, Pa., containing 778 lots on 322 acres 


On October 17, 1978. . . a Federal grand jury in Harrisburg, Pa., returned a 30-count indictment 
against Evergreen and Justofin alleging 12 violations of the /nterstate Land Sales Full Disclosure Act 
and 18 mail fraud violations. 


The indictment accused Justofin and Evergreen of selling unimproved lots to consumers using a 
Property Report that contained false and fraudulent representations and promises. Developers of 50 or 
more lots are required by law to file a Property Report, which gives basic information about the land and 
the developer, with HUD’s Office of International Land Sales Registration (OILSR). 


GNMaA Tandem Program Continued 


An additional $1.5 billion in mortgage money became available on January 8 to finance the 
production of some 50,000 new and substantially rehabilitated housing units for low- and 
moderate-income families, John H. Dalton, President of the Government National Mortgage 
Association (GNMA), announced. 


Dalton said the funds will be committed by GNMA, a corporation within HUD under its Section 8 
Tandem Program for the purchase of mortgages covering projects with Section 8 rental assistance 
payments. 


The assurance of permanent financing provided by GNMA mortgage purchase commitments enables 
private lenders to originate below market interest rate loans. These loans are purchased by GNMA at 
favorable prices. GNMA later sells the loans at the going market price to private investors and absorbs 
the difference as a subsidy. 


Mortgage Banking Continued Recovery In 1977 


A strong single-family home loan market, favorable interest rates and increased operating 
efficiency made 1977 a year of moderate but sustained recovery for mortgage bankers, according to 
the latest survey by the Mortgage Bankers Association of America. 


The average mortgage banking firm showed a net profit of $375,000 on total income of $3.86 million. 
This marked the third successive year of recovery from the low point in 1974, when the average 
company reported a loss of $166,000 on $2.37 million in revenues. 


**The amount of net profits, profit margin and rate of return on equity for 1977 were all approximately 
three times the levels recorded in the previous year. Furthermore, we expect to find that this upward 
trend has continued into 1978,’’ said Dr. Thomas Harter, MBA’s chief economist. 


“*However, it is important to note that the profit margin for 1977 was only 9.7 percent, well below the 
13.7 percent average for 1970-73. Return on equity was 12.2 percent, again well below the 15.6 percent 
average for that same period,’’ Harter said. 





Significant Decisions 


In P.1. Properties, Inc., v. Harris, etal., U.S.D.C., D.C., C.A. No. 78-1401. . . two interlocutory 
orders have been upheld by the Court of Appeals for the D.C. Circuit. One District Court order 
granted the Government's motion for summary judgment and sustained the actions of HUD in 
foreclosing upon the Clifton Terrace Apartments. The District Court also had denied plaintiff's motion 
for a preliminary injunction to prevent foreclosure, and granted the Government's motion to have the 
Department appointed mortgagee in possession of Clifton Terrace prior to foreclosure. Plaintiff had 
sought to rescind the foreclosure sale. . . claiming that HUD failed to provide two 6 months moratoria 
on the collection of principal and interest and two rent increases. . . in violation of its oral contractual 
obligations. . . thereby frustrating the performance of plaintiff's obligations to HUD pursuant to a 
Regulatory Agreement and Deed of Trust. Plaintiff also claimed a constitutional right to a full 
administrative hearing prior to the Federal Government's exercise of an extrajudicial power of sale. 


In Massachusetts Union of Public Housing Tenants, Inc., et al. v. Patricia Harris and Lorenzo Jacobs, 
U.S.D.C., D.C., C.A. No. 78-936. . . plaintiffs haved appealed from an order denying their motion 
for a preliminary injunction. Plaintiffs are public housing tenants who seek to enjoin conversion from 
utility master meters to individual meters on the grounds that the HUD regulation requiring conversion, 
24 C.F.R. Part 865, violated the Administrative Procedure Act and the National Environmental Policy 
Act. The District Court found that the conversion policy had a reasonable basis as a measure to 
conserve energy. 


In Janet T. Gilbert v. Patricia Roberts Harris, et al., U.S.D.C., E.D..Va., Norfolk Division, C.A. No. 
78-57-N. . . the District Court has granted the Government’s motion for summary judgment and 
has dismissed the complaint brought by a homeowner who alleged that HUD failed to comply with 
the National Environmental Policy Act of 1969 when it approved construction of the Green Run 
Project pursuant to Section 8 of the U.S.H.A. of 1937. The Court recognized that HUD’s three-tiered 
system of environmental review exceeded the minimum requirements of NEPA. As to the special 
clearance completed for this project, ‘‘HUD considered all the factors which a reasonable 
decisionmaker would have evaluated in analyzing the project’s environmental consequences. ”’ 


Mortgage Gross Flows 


HUD reports that the volume of long-term mortgages closed in September for 1-4 family homes 
totaled $14.6 billion, virtually unchanged from the volume of loans originated a year ago. This 
brings total loan originations by all lenders to $126.4 billion for the first 9 months of the year, a 9 
percent increase over the same period in 1977. 


Savings and loan associations accounted for 53.8 percent of the loans closed ($7.8 billion), commercial 
banks had a market share of 22.7 percent ($3.3 billion), and mortgage companies accounted for 12.8 
percent ($1.9 billion). In addition, loans originated by savings and loan associations and mortgage 
companies are down by $193 million and $156 million, respectively, from September 1977, while 
commercial banks showed an increase of $205 million over the same period a year ago. 


Loans closed during September on multifamily residential properties totaled $1.1 billion, down 
substantially by 11 percent from September a year earlier. Savings and loan associations originated 44 
percent ($.5 billion) of total multifamily loans; its market share also decreased by 18 percent. 


Construction loans for homes aggregated $3.2 billion in September, 6 percent higher than a year ago. 
Multifamily construction loans at $.7 billion were 11 percent below last year’s September originations. 


The statistics are obtained from reports filed by about 1,700 lending institutions and agencies that are 
compiled by the FDIC, FHLBB, SEC, Census Bureau, American Council of Life Insurance, 
Mortgage Bankers Association of America and HUD under a cooperative arrangement. 





HUD Homesteading Program Helps 


An interim report on HUD’s Urban Homesteading Program shows that the program helps stabilize 
deteriorating neighborhoods and encourages homeowners in areas where homesteading is 
occurring to improve their own property. 


These are among findings discussed in the recently published Second Annual Report on the Urban 
Homesteading Demonstration Program initiated by HUD in 1975 to test and evaluate the homesteading 
concept. The report was prepared by HUD’s Office of Policy Development and Research. 


Under the homesteading program. . . HUD is authorized to transfer one- to four-family homes it has 
acquired to local governments for transfer to selected families or individuals for as little as | dollar. 
Selected homesteaders must agree to repair the property to minimum health and safety standards before 
occupancy. . . and then must repair the property to applicable local standards for “‘decent, safe and 
sanitary condition’’ within 18 months after moving in. They also must occupy the property for at least 3 
years and permit periodic inspection to insure compliance with these conditions. 


Some 23 cities from among 61 applying for the program were initially selected for the demonstration and 
16 additional ones have since been added. During the past year. . . the homesteading program was 
officially changed from a demonstration to an operating program. As of September 1978. . . rehabilita- 
tion had been started on 1,830 homes. . . which represent 94 percent of all homes conveyed to home- 
steaders. Rehabilitation had been completed on | 060 homes. 


Copies of the report are available from the Division of Product Dissemination and Transfer, Office of 
Policy Development and Research, HUD, Washington, D.C. 20410: 








FYI 


Consumer Federation of America. . . Annual Consumer Assembly. . . Washington, D.C., February 
7-9. Details: CFA, Suite 901, 1012 14th St., N.W., Washington, D.C. 20005 (202/737-3732). 
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